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Report Highlights:

The Nicaraguan beef industry continuesto be one of the most productive
agricultural areas. Nicaragua exported 30,144 MT to Central America, the U.S.
and Mexico in 2002. Growth in the beef industry is expected to be dow because of
lack of gover nment policiesto support producers, little technical assistance and high
interest rates offered by private banks. According tothe Ministry of Agriculture
herd, consumption, and daughter statistics have been adjusted to reflect the latest
Agricultural Census estimates.
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Executive Summary

The beef indudtry is among the few remaining productive agriculturd activitiesin Nicaragua. 1n 2002 beef
exports placed second after coffee generating $73.7 million. The best export markets for beef are the Central
American region, the U.S. and Mexico. Nevertheless, the beef industry faces high production codsts, restructuring
of theloca market, and lack of support from the GON resulting in limited beef production growth.

Nicaragua accepts USDA graded beef. Three establishments are approved for daughtering and processing beef
for export to the U.S.

Production

Basad on information collected in 2001 after the latest Agricultural Census (CENAGRO), the nationd bovine
herd is estimated at 2,657,039 head. Cattle ranches between 0.42-168 hectares (HA) account for 94% of total
ranch area and manage approximately 67% of the nationa herd. Therefore, most Nicaraguan cattlemen are
classfied as smdl and medium sze producers. Nicaraguan cattlemen have a substantia comparative advantage
over the rest of Latin America because of rich soil, climate and geography.

On June 2, 2003, the Nationa Cattlemen’s Association (CONAGAN), the InterAmerican Ingtitute on
Agricultural Cooperation (IICA), and the American Cooperative League (CLUSA) sgned a cooperative
agreement to promote organic beef production for domestic consumption and export. This program will train
producers and inspectorsin organic certification.

Beef catle are largely grass fed in extensive production systemswith ad libitum minerd supplementation and
basic management practices. According to CENAGRO, Nicaragua has an area of 7,505,417 HA dedisated to
patile of which 33% and 15% are naturd and improved grasses, respectively. The crossing of northern European
breeds with Brahman cattle through imported bulls or Al, continues to produce offspring with improved quality
in terms of tenderness, feed efficiency, time to market and daughter weight. Evermectin based and other
deworming drugs are widdly used. Similarly, implants to improve the rate of gain are also used under veterinary
supervison. Three immunization shots are given every year for black leg, anthrax and rhinotracheitis.

Tota milk production increased from 43.0 million galonsin 1994 to 66.2 million galonsin 2002, for atota
annual average increase of 4.7%. Similarly, according to FAO from 1997 to 2002, Nicaragua was the second
country in Centra Americawith the highest annua average milk production growth rate after Costa Rica.

In 1991 the Indtitute for Rurd Development began incentive loan programs a lower interest rates, financed by the
government of ChinaTailwan. These programs are oriented to increase cattle productivity in small and medium
sze ranches by introducing improved sires and dams, adequate feeding programs and technicd assstance. These
programs are expected to positively impact cattle production in Nicaragua congdering the large percentage of the
herd managed by smal and medium size producers.

Main problems faced by beef and dairy producers are lack of favorable government palicies, little support from

export authorities, little or nonexistent technica assstance, high production costs, poor road infrastructure, high
interest rates on loans (18%), and high taxes.

Table 1. Production, Supply and Demand: Cattle
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PSD Table
Country Nicaragua
Commodity Animd (1000
Numbers, HEAD)
Catle
2002 Revised 2003| Edimate 2004| Forecast
USDA Post USDA Post USDA Post
Officd Edimate Officid Edimate Officid Edimae
[Cld] [New] [Cld] [New] [Cld] [New]
Market Y ear Begin 01/2002 01/2003 01/2004
Totd Cattle Beg. Stks 2283 2283 2257 2257 0 2257
Dairy Cows Beg. Stocks 0 0 0 0 0 0
Beef Cows Beg. Stocks 0 931 0 931 0 931
Production (Calf Crop) 770 449 0 451 0 451
Intra EC Imports 0 0 0 0 0 0
Other Imports 15 2 0 2 0 3
TOTAL Imports 15 2 0 2 0 3
TOTAL SUPPLY 3068 2734 2257 2710 0 2711
Intra EC Exports 0 0 0 0 0 0
Other Exports 80 65 0 65 0 66
TOTAL Exports 80 65 0 65 0 66
Cow Saughter 225 161 0 158 0 158
Cdf Saughter 0 0 0 0 0 0
Other Saughter 350 240 0 230 0 231
Tota Saughter 575 401 0 388 0 388
Loss 156 11 0 0 0 0
Ending Inventories 2257 2257 0 2257 0 2257
TOTAL DISTRIBUTION 3068 2734 0 2710 0 2711
Calendar Yr. Imp. from U.S. 2 0 0 0 0 0
Cdendar Yr. Exp. to U.S. 0 0 0 0 0 0

Consumption

Saughter and domestic consumption have been adjusted to show more accurate estimates according to the
Minigtry of Agriculture. They are expected to remain stable at 388,000 MT and 29,000 MT.

Upscae hotels and restaurants offer select U.S. imported cuts on their menus. There is increasing awareness of

the higher qudity of U.S. beef in terms of tenderness, juiciness and flavor. Thereis a potentid niche for

marketing to increase consumption of U.S. imported beef within the high income segment of Nicaraguan society.

Table 2: Production, Supply and Demand: Beef and Veal
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PSD Table
Country Nicaragua
Commodity Mest, Beef and Ved (1000 MT CWE)(1000
HEAD)
2002 Revisd 2003| Edimate 2004| Forecast
USDA Post USDA Post USDA Post
Officd Edimate Officd Edimate Officd Edimate
[Old] [New] [Old] [New] [Old] [New]
Market Y ear Begin 01/2002 01/2003 01/2004
Saughter (Reference) 575 388 0 388 0 388
Beginning Stocks 1 0 0 0 0 0
Production 65 60 0 60 0 60
Intra EC Imports 0 0 0 0 0 0
Other Imports 0 0 0 0 0 0
TOTAL Imports 0 0 0 0 0 0
TOTAL SUPPLY 66 60 0 60 0 60
Intra EC Exports 0 0 0 0 0 0
Other Exports 32 30 0 31 0 31
TOTAL Exports 32 30 0 31 0 31
Human Dom. Consumption 31 27 0 27 0 27
Other Use, Losses 3 3 0 2 0 2
TOTAL Dom. Consumption 34 30 0 29 0 29
Ending Stocks 0 0 0 0 0 0
TOTAL DISTRIBUTION 66 60 0 60 0 60
Caendar Yr. Imp. from U.S. 0 0 0 0 0 0
Cdendar Yr. Exp. to U.S. 14 11 0 11 0 10

Trade

Even though the average price of beef decreased from $2.56 to $2.32 per kg in 2002, beef ranked second among
the main Nicaraguan export products generating $73.7 million in 2002. Beef exports up to April 30, 2003
totaed 11,302 MT. Beef exportsreached 30,144 MT in 2002 showing 11% increase from 2001.

Locd industry representatives believe that it will be difficult to maintain last year’ s excdlent performance
because of high production costs and changes in the structure of the nationd market. Saughterhouses have
requested the GON to collaborate on anationa plan to improve productivity to offset increasing production
cods. Thisplan would revise the cogts of feedstuffs and services used in beef processing. However, exports of
beef to the U.S. could decrease since Uruguay, previoudy banned for foot and mouth disease, has been re-
authorized to export at least twenty thousand MT of beef to Puerto Rico. A decrease in beef exportsto Puerto
Rico could be offset by Nicaraguan exportsto Taiwan. Taiwanese SPS barriers have been diminated. Taiwan
will train Nicaraguan daughterhouses on specia cuts demanded by Taiwanese consumers. Nonetheless, nationd
beef prices have been reported on the high end by some daughterhouses which could affect overdl trade. For
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ingtance, Nicaraguan beef cattle is42% more expensive than Uruguayan cattle. Slaughterhouses pay $1.9 per kg
in Nicaraguaand only $1.1 per kg in Uruguay.

The best market dternative for Nicaraguan besef continues to be the Central American region, the U.S. and
Mexico. However, trade within the Central American region and Mexico has been limited due to trade barriers at
times. In 2002 Honduras stopped issuina beef certifications. Panama has appreved only a 1,000 MT-quota for
Nisarapna. Niparagua is purrently negotiating with both sountries. Aooording to the Mumstry of Industry and
Commeroe, Mexino hag used non-tariff barriers to delay Nicaraguan beef exports. Some of these barriers are
abrupt changes of entrance ports, change of grading systems, and short notice of new administrative and lega
regulations. Most of these barriers have been diminated, but Mexicans continue to favor live cattle imports from
Nicaragua. Last year Nicaragua exported 17,600 head of cattle to Mexico.

In 2002 beef imports from the U.S. including retail cuts, variety mests, talow, semen and ova reached $6 million
as compared to $4.5 million in 2001. Dairy product imports from the U.S. in 2002 totaled $9.4 million showing
a6% increase as compared to 2001. Pork importsincluding retail cuts and variety mests totdled $1.3 millionin

2002 showing an 21% increase from 2001.

CONAGAN has cdled for Nicaraguato receive preferentia trestment in the Central American Free Trade

Agreement (CAFTA) negotiations, especidly for beef and dairy products. Cattlemen perceive large U.S.
subsidies as an impediment to concluding aU.S.-CAFTA agreement.

Table 3: Trade Matrix: Live Animal Exports
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Export Trade
Matrix
Country Nicaragua
Commodity Anima
Numbers, Cattle
Time period 2002|Units. Head
Exportsfor: Live Catle 1
U.S. U.S.
Others Others
CogtaRica 1724
El Sdvador 31806
Honduras 12547
Guatemda 360
Mexico 17600
Panama 492
Tota for Others 64529 0
Othersnot Listed
Grand Totd 64529 0
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Table4: Trade Matrix Beef and Veal: Exports

Export Trade
Matrix
Country Nicaragua
Commodity Meat, Beef

and Ved
Time period 2002 [Units MT
Exportsfor: Beef
U.S. 11413[U.S.
Others Others
Mexico 783
Guatemda 2662
El Sdvador 11294
Puerto Rico 2495
CogtaRica 1356
Honduras 101
Panama 41
Totd for Others 18732
Others not Listed
Grand Totd 30144
Policy

Nicaragua accepts USDA graded beef. Threeloca establishments are USDA certified for daughtering and
processing mesat for export to the U.S.: San Martin, Nuevo Carnic and MACESA.

Marketing

Beef prices are determined by supply and demand. During the dry season from January to May when thereis
less grass growth cattle prices tend to increase. The new organic beef program will focusits marketing on large
ethnic groups in the U.S. and other countries from the EU that may prefer Nicaraguan over U.S. beef.

UNCLASSFIED

Foreign Agricultural ServicelUSDA



